
BEFORE

THE PUBLIC SERVICECOMMISSIONOF

SOUTHCAROLINA

DOCKET NO.2007-6-G- ORDERNO.2007-552

AUGUST 14,2007

IN RE: AnnualReviewof thePurchasedGas )
AdjustmentsandGasPurchasingPoliciesof )
CarolinaGasTransmissionCorporation )
F/K/A SouthCarolinaPipelineCorporation )

ORDERON PRUDENCE,
PGA,AND RELATED
MATTERS

I. INTRODUCTION

The above-captioned matter is before the Public Selwice Commission of South

Carolina ("Commission") for the final annual review of the Purchased Gas Adjustments

("PGA") and Gas Purchasing Policies

("CGTC"), formerly known as South

"Company").

On July 20,

approved the merger

of Carolina Gas

Carolina Pipeline

Transmission Corporation

Corporation ("SCPC" or

2006, the Federal Energy Regulatory Commission ("FERC")

of SCG Pipeline, Inc. with SCPC to form a single, integrated,

interstate pipeline to be operated under the jurisdiction of FERC and to be called CGTC.

SCPC's last day of providing intrastate services was October 31, 2006. On November 1,

2006, the merger was consummated and CGTC began operating as an interstate pipeline

under FERC jurisdiction. Therefore, the final period for review of SCPC's PGA and Gas

Purchasing Policies related to its intrastate operations is the period from January 1, 2006,

to October 31, 2006 ("the Review Period").
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A Notice of Filing regardingSCPC'sPGA and Gas PurchasingPolicies was

preparedand,pursuantto the instructionsof the Commission'sDocketingDepartment,

waspublishedin newspapersof generalcirculationin the affectedareas. In addition,a

copyof theNotice of Filing wasmailedby United Statesfirst classmail servicedirectly

to customersreceiving servicefrom SCPCduring the review period. No Petitionsto

Intervenewerefiled in this casein responseto theNotice of Filing.

On June 8, 2007, SCPCpre-filed the direct testimonyof witnessesSamuelL.

Dozier,MichaelP.Wingo, JohnS.BeierandThomasR. Conard.On June22,2007,the

Office of RegulatoryStaff ("ORS") pre-filed the direct testimonyof witnessesRoy H.

Barnetteand Brent L. Sires. On June 22, 2007, the Parties filed a comprehensive

SettlementAgreement wherein they stipulated to a resolution of all issuesin the

proceeding.

II. DISCUSSION OF THE COMMISSION'S JURISDICTION

By statute, the Commission is vested with power and jurisdiction to supervise and

regulate the rates and service of every public utility in this State, and to fix just and

reasonable standards, classifications, regulations, practices, and measurements of service

to be furnished, imposed, or observed, and followed by every public utility in this State.

See S.C. Code Ann. Section 58-3-140 (A) (Supp. 2006). In carrying out this duty, the

Commission instituted an annual review of SCPC's PGA and Gas Purchasing Policies by

Order No. 87-1122, dated October 5, 1987. Pursuant to this review, the parties submitted

a settlement agreement in the current proceeding. Therefore, the Commission's published

"Settlement Policies and Procedures" (Revised 6/13/2006) are pertinent to guide this
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proceeding.SectionII of theSettlementPoliciesandProcedures,titled "Considerationof

Settlements",states:

Whenasettlementispresentedto theCommission,theCommissionwill
prescribeproceduresappropriateto thenatureof thesettlementfor the
Commission'sconsiderationof the settlement.For example,theCommission
maysummarilyacceptsettlementof anessentiallyprivatedisputethathas
nosignificantimplicationsfor regulatorylaw or policy or for otherutilities
or customersuponthewritten requestof theaffectedparties.Ontheother
hand,whenthesettlementpresentsissuesof significantimplicationfor other
utilities, customers,or thepublic interest,theCommissionwill convenean
evidentiaryhearingto considerthereasonablenessof thesettlementand
whetheracceptanceof thesettlementis just, fair, andreasonable,in the
public interest,orotherwisein accordancewith law or regulatorypolicy.
Approvalof suchsettlementsshallbebaseduponsubstantialevidencein
therecord.

We find this casepresentsissuesof significantimplication for the utility andthe

public interest.As such, this Commissiondeterminedthat an evidentiaryhearingwas

necessary"to considerthereasonablenessof thesettlementandwhetheracceptanceof the

settlementis just, fair, andreasonable,in the public interest,or otherwisein accordance

with law or regulatorypolicy" in conformitywith its statutoryduties. TheCommission,

therefore,conducteda formalhearingin this matteronJuly 12,2007,beginningat 10:30

a.m. in the hearingroom of the Commissionwith the HonorableG. O'Neal Hamilton

presiding.

III. DISCUSSION OF SETTLEMENT AGREEMENT

The Settlement Agreement introduced in this proceeding is attached as Order

Exhibit No. 1. The parties presenting the Agreement included Mitchell Willoughby,

Esquire, and K. Chad Burgess, Esquire, representing SCPC as well as Shannon Bowyer

Hudson, Esquire, and Jeffrey M. Nelson, Esquire, appearing on behalf of ORS. During
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the hearing,SCPCand ORS stipulatedand introducedinto the recordthe testimonyof

SamuelL. Dozier,MichaelP.Wingo, JohnS.Beier,ThomasR. Conard,RoyH. Barnette

andBrentL. Sires. Additionally, the exhibitssponsoredby witnessesWingo, Beierand

Barnettewere also stipulatedand introducedinto the record.The witnessespresented

summariesof their testimoniesto theCommissionfrom thewitnessstandandweremade

availablefor questionsfrom theCommissioners.

At the outsetof the hearing,the Commissionaskedthe partiesto presentoral

argumentson whethercertain provisionsof the SettlementAgreementwere in accord

with thestatutoryrequirementsof theUniform UnclaimedPropertyAct (the"Act"), S.C.

CodeAnn. Section27-18-10,et seq.(Supp.2007). Specifically,the Commissionasked

whether Sections 6 and 7 of the SettlementAgreement relating to the proposed

distributionof moniesreceivedby SCPCfrom its vendorsor compensationreceivedfrom

a claim filed in a classaction lawsuit were in compliancewith the Act. The parties

presentedargumentsthat the proposeddistribution of monieswould not be inconsistent

with theprovisionsof the Act. Further,thepartiesagreeduponcertainfindingsrelatedto

the prudenceof the Company'spurchasingpractices,the applicationof the PGA during

thereviewperiod,andotherrelatedmatters.

IV. FINDINGS OF FACT AND CONCLUSIONS OF LAW

After careful review and consideration of the written and oral testimony, the

Settlement Agreement, and the argument of counsel, the Commission finds that i)

SCPC's gas purchasing policies and practices during the Review Period were reasonable

and prudent; (ii) SCPC's costs for gas purchases and asset management were reasonable
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and prudentduring the Review Period; (iii) SCPCproperly adheredto the gas cost

recoveryprovisionsof its gastariff andrelevantCommissionordersduring theReview

Period; and (iv) SCPCmanagedits hedgingprogramduring the Review Period in a

reasonableand prudent mannerconsistentwith Commissionorders. It is therefore

determinedthat the terms of the SettlementAgreementare approved.As a result, the

Companymay distribute moniesreceivedfrom its vendorsand any classaction claim

compensation(if any)ascontemplatedby Sections6 and 7 of the SettlementAgreement

accordingto the Agreement's distribution mechanisms.Any distributionsunclaimed

after the expiration of six monthsmay only be deliveredby the Companyto the State

Treasurerwith his consentpursuantto S.C.CodeAnn. Section27-19-280(B). If the State

Treasurerdoes not consent to receive any such unclaimed distributions after the

expirationof six months,thensuchdistributionsshallbe held by the Companyfor five

yearspursuantto S.C. CodeArm. Section27-18-90(B),andthereafterdeliveredto the

StateTreasurerpursuantto theUniform UnclaimedPropertyAct.

Additionally, in light of SCPC's conversionto an interstate transportation

pipeline,which is now subjectto FERCjurisdiction exclusively,the Commissionfinds

thattheCompany'stariff, rates,charges,andtermsandconditionsof serviceon file with

the Commissionareno longereffectiveor in force andshouldbe cancelled,terminated,

or otherwiserevoked.

NOW THEREFORE,basedupon the foregoing,IT IS HEREBY DECLARED,

ADJUDGED,DECREEDAND ORDEREDTHAT:
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1. SCPC'sgaspurchasingpolicies andpracticesduring the ReviewPeriod

werereasonableandprudent.

2. SCPC'scostsfor gaspurchasesand assetmanagementwere reasonable

andprudentduringtheReviewPeriod.

3. SCPCproperlyadheredto thegascostrecoveryprovisionsof its gastariff

andrelevantCommissionordersduringtheReviewPeriod.

4. SCPC managedits hedging program during the Review Period in a

reasonableandprudentmannerconsistentwith Commissionorders.

5. The SettlementAgreementattachedhereto as Order Exhibit No. 1 is

acceptedinto therecordwithout objectionandis incorporatedinto andmadepart of this

Orderby reference.

6. The SettlementAgreementis in thepublic interestandherebyapprovedas

a reasonableresolution of this proceedingwith the proviso as statedin Paragraph7,

below.

7. SCPCmay distributemonies received from its vendorsand any class

actionclaim compensation(if any)ascontemplatedby Sections6 and7 of theSettlement

Agreementandthedistributionmechanismsagreedto thereinwith theproviso,asagreed

to by the parties,that anydistributionsunclaimedafter the expirationof six (6) months

may only be deliveredby SCPCto the StateTreasurerwith his consentpursuantto

Section 28-17-280(B). If the StateTreasurerdoes not consentto receive any such

unclaimeddistributionsaftertheexpirationof only six (6) months,thenandin that event,

suchdistributionsshallbe heldby SCPCfor five yearspursuantto Section27-18-90(B)
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and thereafterdelivered to the StateTreasurerpursuant to the Uniform Unclaimed

PropertyAct.

8. SCPC's tariff, rates, and charges,as well as terms and conditions of

serviceon file with the Commissionareno longer effectiveor in force and arehereby

cancelled,terminated,or otherwiserevokedof record.

9. This Ordershall remain in full forceand effectuntil further Orderof the

Commission.

BY ORDEROFTHE COMMISSION:

G. O'Neal Hamilton,Chairman

ATTEST:

C. RobertMoseley,Vice Chairma_

(SEAL)



Order Exhibit No. 1

Docket No. 2007-6-G

Order No. 2007-552

August 14, 2007

BEFORE

THE PUBLIC SERVICE COMMISSION OF

SOUTH CAROLINA

DOCKET NO. 2007-6-G

June 22, 2007

INRE: )
)

Carolina Gas Transmission )

Corporation f/k/a South Carolina Pipeline )

Corporation - Final Review of the )
Purchased Gas Adjustments (PGA) of South )

Carolina Pipeline Corporation (SCPC) for )

the period ending on October 31, 2006 )

immediately prior to SCPC merging with )

SCG Pipeline, Inc., changing its name to )
Carolina Gas Transmission Corporation, )

and becoming an interstate jurisdictional )

pipeline. )
)

SETTLEMENT AGREEMENT

This Settlement Agreement ("Settlement Agreement") is made by and between the Office

of Regulatory Staff ("ORS") and Carolina Gas Transmission Corporation ("CGTC") f/k/a South

Carolina Pipeline Corporation ("SCPC" or "the Company") (collectively referred to as the

"Parties" or sometimes individually as a "Party");

WHEREAS, by South Carolina Public Service Commission ("Commission") Order No.

87-1122 dated October 5, 1987, the Commission instituted an annual review of SCPC's

Purchased Gas Adjustment and Gas Purchasing Policies;

WHEREAS, on April 12, 2007, the Commission issued a revised notice of hearing and

set return dates for the Final Review of Purchased Gas Adjustment and Gas Purchasing Policies

of SCPC;

WHEREAS, the purpose of this proceeding is to review matters related to SCPC's gas

purchasing policies and recovery of its gas costs;



WHEREAS,theperiodunderreviewin this docketis January1, 2006to October31,

2006("ReviewPeriod");

WHEREAS,this proceedingconstitutesthe final reviewof SCPC'sgaspurchasing

policiesandrecoveryof its gascostsduringthetimein whichtheCompanyofferedbundled

intrastatenaturalgasservicesto SouthCarolinacustomers;

WHEREAS,effectiveNovember1,2006,theCompanyceaseditsmerchantservicesand

beganprovidinginterstatenaturalgastransportationservicesonlyunderthenameCarolinaGas

TransmissionCorporationpursuantto authoritygrantedby the FederalEnergyRegulatory

Commission("FERC")andtariffs,ratesandtermsandconditionsonfile with andapprovedby

FERC;

WHEREAS,ORShasexaminedthebooksandrecordsof theCompanyandconducted

inquiriesandanalysesrelatedto SCPC'spurchasedgasadjustmentandgaspurchasingpolicies;

WHEREAS,thePartiesto thisSettlementAgreementarepartiesof recordin theabove-

captioneddocket.Therearenootherpartiesofrecordin theabove-captionedproceeding;

WHEREAS,thePartieshaveengagedin discussionsto determineif a settlementof this

proceedingwouldbein theirbestinterests;

WHEREAS,followingthosediscussionsthePartieshaveeachdeterminedthattheir

interestsandthepublicinterestwouldbebestservedbysettlingtheabove-captionedcaseunder

thetermsandconditionssetforthbelow:

1. ThePartiesagreeto stipulateintotherecordbeforetheCommissionthepre-filed

directtestimonyof SCPCwitnessesSamuelL. Dozier,MichaelP.Wingo,JohnS.Beier,and

ThomasR.Conard,withoutobjection,change,amendment,orcross-examination.

2. ThePartiesagreeto stipulateintotherecordbeforetheCommissionthepre-filed

directtestimonyof ORSwitnessesRoyH. BarnetteandBrentSires,withoutobjection,change,

amendment,orcross-examination.
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3. ORS is charged by law with the duty to represent the public interest of South

Carolina pursuant to S.C. Code § 58-4-1003) (added by Act 175). S.C. Code § 58-4-10(B)(1)

through (3) reads in part as follows:

•.. 'public interest' means a balancing of the following:

(1) concerns of the using and consuming public with respect to

public utility services, regardless of the class of customer;

(2) economic development and job attraction and retention in
South Carolina; and

(3) preservation of the financial integrity of the State's public
utilities and continued investment in and maintenance of

utility facilities so as to provide reliable and high quality

utility services.

ORS believes the Settlement Agreement reached among the Parties serves the public

interest as defined above.

4. The Parties further agree that the stipulated testimony of record will conclusively

demonstrate the following: (i) SCPC's gas purchasing policies and practices during the Review

Period were reasonable and prudent, (ii) SCPC properly adhered to the gas cost recovery

provisions of its gas tariff and relevant Commission orders during the Review Period, (iii) SCPC

managed its approved hedging program during the Review Period consistent with Commission

orders and, following issuance of Order No. 2006-331 in Docket No. 2006-144-G, SCPC also

managed its approved hedging program for the benefit of South Carolina Electric & Gas

Company as provided by Order No. 2006-331.

5. The Parties agree that in light of SCPC's conversion to an interstate transportation

pipeline, which is now subject to FERC jurisdiction exclusively, the Company's tariff, rates,

charges and terms and conditions of service on file with the Commission are no longer effective

or in force. Therefore, the Parties agree that the Commission should cancel, terminate or

otherwise revoke in its order the Company's tariff, rates, charges and terms and conditions of

service.



6. The Parties agree that CGTC has developed and instituted a comprehensive and

equitable plan for the allocation and distribution of any upstream refunds (those currently being

held and any future refunds received) related solely to SCPC's intrastate operations prior to its

merger with SCG Pipeline, Inc. and transfer to FERC jurisdiction on November 1, 2006. In

order to expeditiously distribute any refunds received by the Company, the Parties agree to the

following refund mechanism.

• Within thirty (30) days after receiving any refund as described above, CGTC

will notify ORS and the Commission of the amount and source of the refund.

• For all refunds less than $100,000, the refund will be distributed over the cost

of gas dollars during the 12 month period of November 2005 through October

2006.

• In the unlikely event CGTC receives refunds greater than $100,000, the

refund will be distributed over the cost of gas dollars during the applicable

refund period.

• A refund from either Southern Natural Gas Company or Transcontinental Gas

Pipe Line Corporation will be based on percentages of an analysis of

throughput of purchased gas dollars based on the following delivery

categories:

o Form 1 (WACOG) (also includes all sale for resale ISP-R and LNG)

o ISP-R (SCPC industrials)

o Underground storage/inventory

• Any refund due to the category of underground storage/inventory will be

distributed pro rata to those sale for resale customers who received that inventory

as of October 31, 2006.



• If a calculationof a refundcheckto anycustomeris lessthan$50,thenthat

amountwill bedistributed/refundedproratato theremainingcustomersin that

category.Thus,nochecklessthan$50will begeneratedordistributed.

• If a customeris inactiveor hasleft thesystem,thenthe amountof therefund

calculatedfor thatcustomerwill bedistributed/refundedpro ratato theremaining

customersin thatcategory.

• Any checksreturnedor not cashedwithin six (6) monthsafter issuanceand

mailing will be consideredunclaimedpropertyand escheatedto the South

CarolinaTreasurerpursuantto theSouthCarolinaUniformUnclaimedProperty

Act,S.C.CodeAnn.Section27-18-10,etseq.

7. ThePartiesagreethatCGTChasalsodevelopedandinstituteda comprehensive

andequitableplanfor theallocationanddistributionof anyfundsreceivedby CGTCasaresult

of its filing of a claim in a pendingclassactionlawsuit,generallyentitledNaturalGas

CommodityLitigation,which allegesmarketmanipulationby the defendantsnamedin the

lawsuitduringtheperiodof July 1999throughDecember2002("ClaimsPeriod"). In orderto

distributeanyfundsthatCGTCmayreceiveon its claim,thePartiesagreethatCGTCshould

distributethesefundsto thosecustomerswhoreceivedpricerisk adjustments("PRA") ontheir

bills issuedby SCPCresultingfromthehedgingprogramduringtheClaimsPeriod("Qualifying

Customers"),netof anyexternallitigationcostsbutincludinganyaccruedinterest,if any,usingthe

followingclaimfundsdistributionmechanism:

• Within thirty (30) daysafter receivingany claim funds due to Qualifying

Customers,CGTCwill notifyORSandtheCommissionof theamountandsource

of therefund.



Theamountof anyfundsto bepaidto anyQualifyingCustomerwill bederived

by calculatingthetotalPRA1assignedto suchcustomerduringtheClaimsPeriod

asapercentageof thetotalPRAassignedto QualifyingCustomersreceivingprice

riskadjustmentsduringtheClaimsPeriod.Theformulaisasfollows:

TotalPRAAssigned

to the Qualifying
Customer

Total PRA Assigned

to All Qualifying
Customers

Amount of Funds Received on
X Class Action Claim

The Amount of Claim

Funds to be

Distributed to the

Qualifying Customer

* If a distribution to any Qualifying Customer is less than $50, then that amount

will be distributed to the remaining Qualifying Customers. Thus, no check less

than $50 will be generated or distributed.

. If a Qualifying Customer is inactive or has left the system, then the amount of the

claim funds distribution calculated for that customer will be distributed to the

remaining Qualifying Customers.

. Any checks returned or not cashed within six (6) months after issuance and

mailing will be considered unclaimed property and escheated to the South

Carolina Treasurer pursuant to the South Carolina Uniform Unclaimed Property

Act, S.C. Code Ann. Section 27-18-10, et seq.

7. The Parties agree to cooperate in good faith with one another in recommending to

the Commission that this Settlement Agreement be accepted and approved by the Commission as

l The total PRA will be calculated by adding both additions to and subtractions from the cost of gas for the Claims
Period.



afair,reasonableandfull resolutionof theabove-captionedproceeding.ThePartiesagreetouse

reasonableeffortsto defendandsupportanyCommissionorderissuedapprovingthisSettlement

Agreementandthetermsandconditionscontainedherein.

8. ThePartiesagreethatby signingthisSettlementAgreement,it will notconstrain,

inhibit or impair theirargumentsor positionsheld in futureproceedings.If theCommission

shoulddeclineto approvetheSettlementAgreementin itsentirety,thenanyPartydesiringtodo

somaywithdrawfromtheagreementwithoutpenalty.

9. ThisSettlementAgreementshallbeinterpretedaccordingto SouthCarolinalaw.

10. EachPartyacknowledgesits consentandagreementto thisSettlementAgreement

by authorizingits counselto affix hisorhersignatureto thisdocumentwhereindicatedbelow.

Counsel'ssignaturerepresentshisor herrepresentationthathisor herclienthasauthorizedthe

executionof theagreement.Facsimilesignaturesande-mailsignaturesshallbeaseffectiveas

originalsignaturesto bindanyparty. Thisdocumentmaybesignedin counterparts,with the

varioussignaturepagescombinedwith thebodyof thedocumentconstitutinganoriginaland

provablecopyof thisSettlementAgreement.

(SIGNATUREPAGESFOLLOW)



WEAGREE:

Representing and binding the Office of Regulatory Staff
/

/ f

; b' •

Jef_ey _: _elson, Esqmre

Sl_ann0n B. Hudson, Esquire

O_ceVof Regulatory Staff

'/1441 Main Street, Suite 300

Columbia, SC 29201

Phone: (803) 737-0800

Fax: (803) 737-0895

Email: jnelson@regstaff.sc.gov
shudson@regstaff.sc.gov
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WEAGREE:

Representing and binding Carolina Gas Transmission Corporation f/k/a
South Carolina Pipeline Corporation

KTCh ad Burg_'E's)t_ire
SCANA Corporatiofl
1426 Main Street, 13 th floor

Columbia, SC 29201

Phone: (803) 217-9356

Fax: (803) 217-7931

Email: chad.burgess@scana.com

Mitchell M. Willoughby, Esquire

Benjamin P. Mustian, Esquire

Willoughby & Hoefer, P.A.
Post Office Box 8416

1022 Calhoun Street, Suite 302

Columbia, SC 29202-8416

Phone: (803) 252-3300

Fax: (803) 256-8062

Email: mwillou_l_l__o ughbyhoefer.com_

bmustima@willoughbyhoefer.com

9


